MEMORANDTUM
BOARD OF COUNTY COMMISSIONERS

OFFICE OF THE COMMISSION AUDITOR

TO: Honorable Barbara Carey-Shuley, EdD. DATE: December 13, 2004
"

FROM: Charles Anderson, CPA SUBJECT: Additional Procurement
Commigsion Auditor Information

The Office of the Inspector General (O1G) refers to their 2003 Annual Report and the

accompanying press release (Attachments #1 & 2) as the bases for their response fo our

inquiry regarding the incidence of fraud and abuse by county employees in procurement

matters. Specifically, the OIG refers to:

e Pages 5-14 of the Anuual Report for examples of the types of cases investigated, and

» Pages 25-38 for examples of their published reports, particularly the JMH audit on
page 29,

Tn addition, the OIG provided the below listed update to reflect activity throngh August
31, 2004,

‘s 128 total arrests (including non-county employees), fall 1998 through August 31,
2004, inchuding;
o 44 to date in calendar year 2004
o 19 1in calendar year 2003
e  $30 million in questionable costs throngh the end of calendar year 2003, with updated
costs to be released at the end of 2004.

Attachments:
#1 Press Release of May 6, 2004, “Office of the Inspector General Releases Annual

Report--$30 Million in Questionable Costs Identified”
#2 Office of the Inspector General Annual Report 2003.

¢: Honorable Chainman Joe A. Martinez
and Members, Board of County Commissioners
Honorable Carlos Alvarez, Mayor
George M. Burgess, County Manager
Robert A. Ginsburg, County Attorney
Kay Sullivan, Director, Clerk of the Board Division






"

I am pleased to present the Office of the Inspector
General's 2003 Annual Report. This report highlights some
of our accomplishments by describing several important
investigations, audits, and initiatives. I hope it also helps
you better understand our mission and vision. Our primary
goal is (o restore the public’s trust in government by
enforcing honesty and integrity in the business practices
and policies of our County’s projects, programs and
contracts. 1 believe this report demonstrates that we are
making significant progress in achieving this objective,

Finally, I want to express my appreciation for the
continued support my office has received from clected
officials, County stalf, the Dade County State Attorney’s
Office, and, most importantly, from the public.

Very truly yours,

Christopher Mazzella
Inspector General
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WHAT WE DO

Offices of Inspectors General (OIG) are commaonly known
as “watchdog” agencies and are found at all levels of local, slate
and federal govemmaeant,

En Miami-Dade, the OIG has oversight of over 40 County
departments, including Aviation, the Seaport, Transit, Housing,
Community and Economic Developmant, Water and Sewer, Solid
Waste, and Public Works., The OIG also oversees the County’s
Pubfic Health Trust (Jackson Memorial Hospital),

The Miami-Dade Inspector General has authority to review
past, present and proposed County and Public Heaith Trust
programs, accounts, records, contracls, and transactions. The OIG
investigates allegations of fraud, waste, abuse and misconduct
among public officials, County employees, and contraciors and
vendors doing business with the County, The DIG also has the
pouwer 1o report on and recommend to County governmeni whather
a particular program, contract or fransaction is financially sound,
reasonable, necessary or opgrationally deficientt. The OlG may
conduct randorm audits and provide general oversight of depariment
programs and large-scale construction projects.

The OIG Investigations Unit staff is comprised of spacial
agents representing various diverse investigative backgrounds and
disciplines. For instance, some special agents have traditional law
enforcemant backgmundﬁs with emphasis in white-collar fraud
invesligations. Other sp&csal agents are former state criminal
investigators with investigative backgmunds in the msulanca
banking, and financial services mdustﬁes We also have agents
with backgr ounds_ inn professional ccamphame and other government
regulaled professions. Two investigative analysts, charged with
maintaining the necsssary investigative databases to further the
objectives of the unit, support investigations.




The OIG Audit Unit concentraies audit resources on
distinet aspects of County contracts and projects. The unit also
provides proactive audif assistance to support the O1G's oversight
funclion. In addition 1o conducting audits, OIG audit staff also assists
other OIG units by participating in reviews, studies and evaluations.
The unit also assists with cases requiring investigative and forensic
accounting.

The OIG Legal Unit reviews proposed ordinances
and resolutions to provide the Inspector General with an independent
iegal assessment of the possible potential impact of legislative
iterns. The legal unit also reviews County contracts, and usually
includes an assessment of the contract’s rights and liabilities, as
well as its afficiency and cost effectiveness. The legal unit provides
a summer Law Clerk Internship Program with an emphasis on
recruiting fror Flotida law schools.

En additionto providing legal counsel to the inspector General,
the legal unit primarily assists the investigations unit in assessing
the strengths and weaknesses of any investigation with potential
civil, administrative or ¢timinal implications.

or more information about the Office of the inspecior
General and what we do, please go on-line and visit our website at
www. miamidadelig.org.




REPORT FRAUD: Complaints
and Referrals

As a service to the citizens of Miami-Dade County, the OIG
recently created a whole new look for its wabsite. Flease be sure
1o visit our website 1o leam more about the history of the office,
what we do, our staff, our units, and ordinances and legislation.
We have addressed in a special section the most Frequently Asked
Questions (FAQ’s) posed by our visitors. Visit the Links section for
instant connactions to other key governmental agencies. All of our
press releases and annual reports, and the majority of our public
reporis can be found and printed directly from the website. Most
importanily, Miami-Dade County citizens and County employess,
vendors and confractors can confidentially REPORT FRAUL directly
through our website. e

Fight Fraud.
Calithe
i, Hotlre:
(305)679-2593




To encourage the public to report fraud by calling our special
FRAUD HOTLINE or by going on-line to report fraud via our website,
the QIG is embarking on a public awareness campaign during the
coming year. Look for our posters on Miami-Dade Metro-rail trains
and on Miami-Dade Transit buses. We also encourage citizens to
REPORT FRAUD by mailing their complaints to our office.

I 2003, we received 201 fraud cornplaints from {he community
through letters, faxes and via the OIG website. Of these, almost 14%
led to the injtiation of a case, audit or inquiry. Six percent related 1o
matters already under investigation by the O3, and 33% were referred
io other agencies having the appropriate jurisdiction. Six percent of
the complainants received immediate and helpful information to
resolve thelr complaint, No action was warranted on 25% of the
complaints, and the remaining 18% are being reviewed at this fime,
but are not yet a formal investigation or audit.

FRAUDHOTLINE complaints are handled by our special agents
who offer immediate information and assistance 1o caliers. Hotling
calls during 2003 resulted in the opening of seven cages and the referral
of six complaints {o other governmental agencies.

OIG Website and Written Complaints
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QUESTIONABLE COBTS, BAVINGS,
AND RESTITUTION

OIG investigations, audits and reviews have identified
questionable costs and savings of almost $30 million since the
Office’s inception. Thus far, in fiscal year 2003-2004, the Office
has identified over $19 million in savings and questionable costs,

Eﬂmumgimg progress has been made in the fight against waste
and abuse within our County govemment, with measurable achievernents
and success in eliminating fraud discovered in such areas as:

Construction Fraud
Fraudulent Overbilling™
Water Theft
Delinquent Loans
Qvertirmne Abuse
Kickbacks

Mortgage Fraud

® % & & & B 4

ﬂig?‘digh-’tﬁ; of some of the successiul investigations that have
led to thousands of dollars in savings:

« Uncovered multi-million dollar construction fraud resulting in
recovery of funds and debarring the identified vendors from further
County business. Averted over $7 million in potential fraud fosses
in a 5450 million dollar pump sewer station overhaul project.

+ Exposed County waler theft pilfered by individuals and
businesses, with projected recovery of millions, resulling in
multiple arrests and a new water anti-theft ordinance, This resulted
in the establishment of a nationally recognized Tampering
Enforcement Program. Since the inception of the program, over
3,900 citations for water meter tampering have been issued.




Uncovered a scandal involving over $3 million in unpaid County
Inans, dating back to 1992, resulting in the enactment of a
“deadbeat” ordinance that prohibits vendors and contractors
who owe the County money from getling further County
contracts, Close to $1 million has already been recoverad.

Exposed fraudulent over-bifling by a fire axtinguisher sarvicing
vendor resulting in a setfement of $138,000.

The OIG’s overtime accountability study resulfted in reforms
that saved over $540,000 in the Aviation Department’s
Landside Operations Division.

A joint investigation of zoning corruption within Community
Council 11 resulted in two arrests, and the seizure of a
residence valued at $470,000 used for corrupt payments.

Federal authorities, with the assistance of the OIG, recovered
over $200,000 in a case involving a mortgage broker who
falsified the morigage loan application of a County employee,
which led 1o the discovery of a much bmadet scheme o
defraud banks. TR

Recoverad $49, OOG ing oase caf overbilling by a pavement
and asphalt t:ontractc:r who wercharged the C)euﬂty forthe
amount of aspha tlaid, : :




2003 INVESTIGATIONS RESULTING INARREST

The OIG remains proud of the strong record In successful
criminal prosecutions of its criminal investigative cases. The Dade
County State Attorney’s Office has played a pivotal role in this
effort. To date, all cases have been resolved or are pending court
proceedings; no cases have been dismissed. Since ite inception in
1998, OIG investigations have resufled in 84 arrests, 19 of which
took place in 2003.

Otihe 19 arrests in 2003, individuals employed by the County
or contracting with the County wers charged with various crimes
including Official Misconduct, Bribery, Grand Theft, Organized
Scheme to Defraud, Money Laundering, Notary Fraud, Unlicensed
Practice of Architecture/Engineering, and Petjury. One investigation
resulted in an unprecedented extradition of an ex-County official
frotn a foreign country to face criminal charges. Ofthese 19 arrests,
18 still face court proceadings. In one case the defendant plead
guilty and was ordered 1o pay restitution in the amount of $82,162
and an additional $10,000 in investigative costs.

The following highlight some of the OlG’s criminal
investigations of 2003.

COUNTY FIRE EXTINGUISHER REPAIR AND
SERVICING FRAUD

@n June 5, 2003, two principals of a company in Hi:ateah
that repaired and serviced thousands of fire extinguishers for the




County and the City of Miami were each charged with Organized

Scheme to Defraud over $50,000, Grand Theft of over $100,000,

and with Aggravated White Collar Crime, all first degree felonies.

The OIG determined that for two years the defendants
ponsistently used fraudulent hilling practices 1o defraud the City of
Miami and the County. As partof its investigation, with the agsistance
of the Miami-Dade County Fire Rescue and Water and Sewer
Departments, the OIG secretly marked various parts of 32 fire
extinguishers with invisible ink. The fire extinguishers, purportedly
coming from the Miami-Dade County Fire Rescue and Water and
Sewer Departments, were then delivered to the vendor for routing
maintenance servicing. A post-servicing inspection of the 32 fire
extinguishers revesled that the vendor submitiad fraudulent invoices
for a substantial number of these fire extinguishers, The GIG
investigation also sampled a number of randomly selected invoices
submitted by the vendor and found a substantial portion of these
invoices to be fraudulent.

oIG Special Agents also determined that fwo fire equipment
dealer licenses fromn the State of Florida were oblained after one of
the defendants provided the State with false infermation about his
criminal history, He renewed these two licenses In January 2002,
and again supplied faise information about his criminal history. The

1E INSPECTOR GENERAL




vendor thereby used the fraudulently obtained dealer licenses to
gualify it to obtain a lucrative City of Miami contract valued at over
$70,000.

In 2002, Miami-Dade Gounty began using the City of
Miami's service contract with the Hialeah company and paid them
over $700,000 to service its own fire extinguishers because it had
1o canceal its own coniract with another fire extinguisher repair
company after the OIG detected that this company had fraudulently
billed the County {reported inOlG 2001 Annual Report). The OIG
investigation led to the rejection of a new County contract due to be
awarded 1o the Hialeah firm for services valued at $110,700. The
outcome of this investigation is pending court action.

- COUNTY FIRE RESCUE ENGINEER RUNNING A
SECRET OUTSIDE BUSINESS

En February 2003, a Miami-Dade County engineer in the
Fire Rescue Department was arrested and charged on 38 counts
including Bribery, Money Laundering, Organized Scheme o Defraud,
Perjury and other serious crimes. The OIG investigation determined
that while he was a County official, he secretly owned and operated
two companies that drafted fire sprinkier plans. His businesses
received over a million dollars in compensation since July 1988 for
producing fire sprinkier plans for at least 18 different companies.
The County requires employees to file an outside employment
disclosure form with the Depariment of Elections, which the subject
failed to do, and he also falled to disclose his outside busingss 1o
his department.

Az a County engineer, he was actually responsible for
reviewing and approving some of the same fire sprinkler plans that
his own business had prepared. Further investigation revealed that




this subject solicited business for his outside company from County
vendors whose plans he was approving. The employee also solicited
bribes from thase County vendors, As a result of the investigation,
the employee was suspended from his job and later resigned.

In April of 2003, O1G Special Agenls oblained a second
warrant for this individual's arrest after determining that he had
solicited three of his employees and a client lo falsely festify on his
behalf, The former County employes then fled the County during
court procaedings. The 0IG’s pursuit and investigation into his
whereabouts culminated in his unprecedented extradition from
Hungary, where he fled. U.S. Marshals escorted him back 1o this
gountry and he was transferred into the custody of focal law
enforcement and booked into the Dade County Jail,

ARREST IN JURY DUTY SCAM

in December';’?@o:? an OIG inv&sﬁgéﬁin led to the arrest
of a County emmaye@ on charg\% of Grand Theft and Official
Misconduct. The former Cnurt Records Specialist with the Miami-
Dade Clerk of the Circuit and County Courts had falsely claimed o
be on Fedaral jury service for.a most six months while collecting a
Gounty paycheck. The employee provided his supervisor with a
copy of the summons for jury service that he received in April from
the United States District Court, Southern District of Florida. During
the employee’s entire absence from work, his supervisors and co-
workers thought hie was serving on ajury, He dropped by the office
during what he told his co-workers were lunch breaks to pick up his
pay stubs, and repeatedly told supervisors that he would provide
documentation of his jury service al the conclusion of the trial.

in September, a supervisor left the employee a message
requasting proof of his jury service. He reported to work the following
Monday and stated that his jury service was not over and ihat he




would have to call Federal court once a week for pessible continued
jury duty service. In October, after repeated requests 1o provide
proof of jury service, he faxed in & resignation letter.

The 0l investigation determined that the employee, although
summonad, was never required to appear and did not in fact appear
for jury duty in Federal Court. County records show that the
employee was paid a total of $17,388.47 in salary and benefits
from the time he claimed 1o be on jury service until his actual returm
to work and subseguent resignation. The outcome of this
investigation is pending court action.

AIRPORT CONSULTANT/LOBBYIST
ABRESTED ON FRAUD CHARGES

As a result of an OIG investigation, in March 2003 a well-
known lobbyist and consultant was charged with 75 counts of lllegal
Credit Card Factoring totaling over $527,000 in false credit card
charges o the American Express Credit Card Company, resulting
in losses of over $140,000. The lobbyist was a sub-holder of the
account; his daughter was the main account holder. The lobbyist
directed his brother to submit bogus invoices for non-existent
purchases under his brother’s business, and then had his brother
disperse the electronic American Express payments back to family
members, his associates ortheir business, or to himself. The Jobbyist
was arrested again in June 2003, after additional OIG investigation




determined that he pocketed hundreds of thousands of dollars given
to him as a lobbyist from companies sesking business in Miami-
Dade County. He represented to his clients that this money would
be used to buy expensive gifts and lavish dinnears for County pubiic
officials. The QIG investigation revealed that he pocketed most of
this money for himsslf and did not distribute any gifis 1o public
officialz, He funneled the money paid to him through several comporate
hank accaurts which he controlied. The outcome of these twe arrests
is pending couti action,

Commaenis of the Inspoctor General Concertting Lobbyist Arrest
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BUILDING & ZONING

OIG special agents have been focusing on a widespread
scheme involving contractors who obtained false Cerificates of
Completion and/or Occupancy from former and current County
employees. The OIG anticipates that some dozen arrests will be
made before the investigation concludes.

Fhe first arrest involved the president of a company in the
business of expediting commercial and residential building plans
and obtaining Certificates of Completion and/or Occupancy. He
was charged with Grand Theft and Practicing Engineering without
a License. He fraudulently obtained a Cerfificate of Completion
without obtaining the proper inspections. He later tried to coverup
his fraudulent activities by obtaining an As-Built Certificate obtained
by falsifying specifications in his representation to a licensed
enginesr,

The second individual arrested, president of a project
management firm for residential and commercial construction, was
charged with Grand Theft after he obtained & fraudulent Certificale
of Completion without the required inspections for the electrical,
plumbing, mechanical and building permits. At the request of the
OIG, the Planning and Zoning Department issued letters to the
ownars requiring proof of inspections, so to cover up his misdeeds
he went to a third individual, & general contractor. The general
contractor became the third arrested, charged with Notary Fraud,
after he forged the properly owner's signature on an application for
a building permit.

T he general confractor's son worked for his father’s company,
and became the fourth arrest, stemming from a fraudulently obtained
Ceriificate of Completion for a different residential construction




project. Abuilding inspecior denied approval on the final inspection,
s0 the son used his credit card 1o buy a Cerlificate of Completion,
issued by a corrupt planning and zoning employee who overrode
the inspection requirements. At the OlG's request, the Building
Department and Planning and Zoning Department reguested proof
of the inspections, and the son used his credit card again to buy a
second Cedilicate of Completion on the residential construction
project, without obtaining the proper inspections.

T his investigation is ongoing, and a thorough review of
practices of the Planning and Zoning Department is underway. In
an unrelated case, a Planning Technician was also charged with
Official Misconduct and Grand Theft after the OI1G's investigation
discovered that he had pocketed the procseds from the sale of
maps by a member of the public. He provided the customer with a
hand generated receipt, but recotded a lesser amount in the County’s
computerized collection system.

Comments Regarding Building and Zoning Arrests.
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OIG Audit Activity at the Performing Arts Center (PAC)

En September 2001, the Miami-Dade Board of County
Commigsioners approved a $254.6 million contract with Performing
Arts Genter Builders (PACB), a joint venture comprised of Odebracht
Construction, inc., the Haskell Company, and Ellis-Don Construction
to construct the PAC. Additional County funding of approximately
$100 million was set aside to cover the County's "soit” costs for its
managernent office (PACMO), the project’s architect (Cesar Pelli &
Associates), other various County consultants o the project, a ;nro;ect
contingency fund, as well as other project costs.

In June 2001, the OIG established a satellite office at
PACMO's offices to conduct oversight of the project. The satellite
office is located al 1444 Biscayne Blvd, Suite 202, Miami, Florida.
The OIG has kept one full-time representative at the satsllite.
Belween September 2002 and November 2003, two OIG auditors
were also stationed full-time al the PAGC, resulling in the release of
two substantial audit reports of the proiect.




T he 1@ first audit focused on selacted financial issues
and contract reporting requirements related to PACE’s performance
under its contract, A final report was issued in March 2003, which
included OIG comments and findings on the cost and quantity of
PACB potential change orders, the project’s new forecasted
completion date, PACB's contract requirements on record keeping
and reporting with respect to supetintendents’ daily reports and monthly
utilization reports, and PACB's compliance with and reporting on
Community Small Business Enterprise and Comprehensive
Employment Strategy Agreement program goals.

T he OIGs second audit was issued in final form in November
2003, liaddressed the construction manager’s contractually stipulated
obligations of instituting a Quality Control Program {(QC Program).
The OIG audited PACB’s compliance with the requirements for QC
Program organization, field staff professional qualifications, record
keeping and reporting. The OIG's audit resulted in the construction
manager revising its QC Program to address the identified record
keeping deficiencies. PACB has also notably stepped up staffing of
QC-related personnel as a result of the OIG's audit.

T he following pages summarize in detail the findings,
recommendations and results of each audit.

1E INSPECTOR GENERAL
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Audit of PACB Construction Management Services

This 016 audit, which was released in March 2003, focused
on the conslruction management services contract between the
County and PACB. The audit addressed several areas, mostnolably
polential change orders, general general conditions costs, and
Community Small Business Enterprise (CSBE) utilization and reporting.

T he audit found that as of November 2002, PACB expected
an overall positive cash flow and profit of approximately $12 million.
This projection included PACE's forecast that the project would be
delayed approximately seven months, The original contract
completion date of October 2004 was pushed back o May 2005,
Furthermore, PACB estimated that potential change orders (PCOs)
and related costs requiring funding were expected to approximate
$25.5 miflion.

Pﬁcﬁ had a guaranteed maximum ptice lump-sum general
conditions costs contract amount of $22,129,495 1o be used over
the contract period. However, OIG auditors found that PACE was
averaging approximately $652,376 monthly in general conditions
costs and would eventually overspend the lump-sum amount by
$1,356,040. With a seven-month delay period, additional general
conditions costs could amount to $4.6 million above the contract
lump-sum amount, The OIG believes that additional general
conditions costs and PCOs, combined with the seven-month delay,
will adversely affect PACB's profii margin.

The audit further revealed that the Superintendents’ Daily
Reports were not submitted in a timely or consistent manner to the
QOwner and Architect. Neither CSBE Construction Management
Services nor CSBE Construction Services submitted monthly
utilization reports (MURs) on a timely basis, as required by County
ordinance, to the Department of Business Development (DBD).




Moreover, data reported in the MURs was incorrect and did not
adequately reflect actual amounts paid to either CBBE Construction
Management or Conatruction Services subcontractors, The OIG
auditors did note, however, that this was only a reporting problem
in that actual payments to CSBE subcontractors were accurate.
PACE has been both efficient and effective in processing CSBE
subcontractor payments, The OIG was informed that a verbal
agreement was rade with the on-site DBD representative to allow
PACB to submit the required MURs at the same time it submitg s
payment applications to the County. This understanding enabled
the amounts reported on the MURs and the amounts requisitioned
on the payment applications to more clesely correspond. Therafore,
while the MURs are technically lale per County ordinance, they
were submitfed inaccordance with the verbal agreement provided
by DBD,

Miami-Dade County and the City of Miami enlered into an
agreement called the Comprehensive Employment Strategy
Agreement (CESA) to ensure that PACE and its subcontractors
utilize the City of Miami's Office of Workforce Development (OWD)
10 hire both unemployed and undsremployed individuals residing in

designated priotity zones, Atotal of four zones were designated,

with permanent résidents of priority zone number one recelving
recruitment priority by PACB and/or its subcontractors,

T he audit assessed the metheds of communication used
by PACB to inform residents in priority zone number one, the methods
used to educate and communicate with its subconiractors regarding
the hiring of residents in priority zone number one, and 1o assess
how effective PACE's efforts were. PACB provided documentation
that it held seminars with its subcontractors and sent out letiers (o
its suboontraciors fo utilize the services of OWD, PACB also staled
that it made verbal agreements with PAVE (a local education and
training cenler), placed signs at the project site referring interested

g




parties to contact the OWD and/or PAVE, and sent out monthly
general announcements to the County’s job clearinghouse and the
ity of Miami's cable station. '

The audit revealed that only 9% of new hires, since the
inception of the project, were from priority zone number one and
have worked on the project for durations of three weeks or 120
hours, There was only one sign placed at the job site, and no
documentation was provided fo support the monthly geneaﬁm
announcements. PACE’s inabilily to provide requested
documentation revealed that it had not implementad prudent and
adequate policies 1o either inform residents of priority zone number
one of potential jobs at the project site, and had not effectively
educated its subgcontractors of CESA requirements,

Overall, PACB did not agree with most of the audit findings,
stating it has complied with contract terms, policies and procedures.,
PACMO stated that the audit report did provide a betler under-
standing of the total construction costs being projected by PACBE,
and an ability to more fully address the issues raised in tha report.

Audit of PACE’s Quality Control Program

Fhe O1G conducted an audit of the Performing Arts Center
Builders” {PACB) Quality Control Program (GC Program). A main
objective of the audit was to determine if the QG Progran’s testing
and inspection activities were documented in such a manner as to
be a reliable indicator of compliance with the Program’s
specifications. The OIG also sought to evaluate PAGCB and ils
subcontractors’ responses lo QC issues in the performance of their
work, in particular, their efforts to document found defects, causes
for rejection, and any remedial or corrective actions taken.

The County's contract with PACB requires the construction
manager fo provide all related services 1o ensure that project’s




guality objective is met. The contract’s project manual sets forth
the specific reguirements of the QC Program, including the
specificatons, methods and procedures o ensure that all items are
gither inspected or tested, when required by the contract’s technical
specifications. PACB enlisted the services of The Architects Hall
Designers, Inc., to be its designated QT organization (QUORG),
whose function is to exepute the construction manager's QC
Program.

As reparted in its audif released in November 2003, the
OIG found that PACE had unsatisfactory QC Program doecumen-
tation and record keeping. In part, this deficiency is due to PACE
not providing adequate financial and logistical support o the
designated QCGORG, thereby adversely impaciing its ability to
implement effective QC Program record keeping, inspections and
subcontractor oversight. The audit also found that PACE could not
document that its subcontractors have complied with the approved
" QC Program requirements for subcontractors, such as conducting
and reporfing of self-inspections. PACB's efforts, to date, have
resulted in an undermanned quality control organization that relies
on individuals who may not be qualified to petform their QO Program
respongibilities.

The OIG final audit report includes sixteen findings and
nineteen recommendations. PACB, in its writtan response {o the
OIG's Draft Audit Report, agreed with seven of the findings. Ofthe
remaining nine findings, PACB either disagreed thal there was a
legitimate finding or did not clearly state iis position, In some cases,
PACB responded to the finding heading but did not address the
recommendation{s).

En several other instances, PACE referred to its Revised
Quality Control Program, which it claimed addressed many of the
OIG's reported concerns of documentation and implementation of
the QC Program, The OIG expecis that PACB will implement this




revised QC Program and provide assurancas o the County that the
QCORG will fulfill its role of implementing and monitoring the QC
Program, and that it will provide adequale support o the
subcontractors to implement their QG Program,

In short, as a result of the OIG audit, in late 2003 and early
2004, PACE took major steps to reform its QC Program. PACB
has issued a new QU program manual that has been thoroughly
reviewed by representatives from both PACMO and Cesar Pelli &
Associates (CP&A, the project architect), Also, PACE has added
experienced field-level and senior staff {o its QC Program
operations. Beginning in 2004, PACB instituted what will become
monthly meetings of senior representatives from PACB, PACMO,
CP&A and the Performing Arts Center Trust to discuss project
guality control issues, Additionally, PACB has enhanced its QU
record keeping and reporting procedures and documentation
standards.

Performing Arls Center Construction Site




ACHIEVEMENTS OF THE AUDIT UNIT

In 2003, the OIG Audit Unit made great strides in its efforis 1o
impact the way our County government operates, Some of the

changes thal can be attributed to the unit include:

Significantly altered the way the Public
Warks Department operales its contracting
RIOCESS

Grrant monitoring has besen significantly
slevated

Increased ovartime accountability in the
County's Housing Agency’s Purchasing
Division

Quality control and oversight measures are
helng inslituted

Paymeni processing proceduras are heing
improved, including prompt payment
processing for community small businesses,
minorily, and women owned businesses

Confract compliange enforcement measures

are being implementad

Proper measures and standards are being

* put into place for invoice documentation

Identified structural and organizational
weaknesses in JMH's non-resident admission
procedures which have resulted in tightening
its admissions procedures and strengthening
its collection efforls
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FUTURE PRIORITIES

The primary goal of the OIG is to restore the public’s trust
in government, In 2002, input was solicited from the community
regarding County government. This input was collected through
focus groups and surveys, as party of a County Strategic Planning
Initiative. The findings indicated that the two factors that present
the County with the most resistance in effecting change are the
“ack of community trust in government, and dishonesty of
government entities.” The community percelved that among the
highest challenges facing the County are public frust and confidence
in government, followed by crime, drugs and violence. The surveys
also demonstrated that the community feels that priorities of Miami-
Dade County government should include health, safety, and welfare
of residents, ensuring a safe environment 1o live and work, and
promoting a fiscally responsible, cost-effective government. [County
Manager's memorandum dated 1/17/2002, re: Strategic Planning
Initiative-Preliminary Results of Global Planning Phase.] Another
survey, conducted in 2003, also found that County residents
distrusted local government [Commission on Ethics and Public Trust
Report dated January 2004, cltes the 2003 Hays Group Study].

in responge 1o the concerns expressed by the County's
citizens, the OIG plans fo maintain heightened vigilance in the
oversight of County contracts, programs and employees. Wae will
be focusing on issues directly impacting the sommunity, such as
gorrupt contractors and vendors, and homeland security concerns.
The OIG will step up its efforts fo expose abuses of power and
failure of oversight and mismanagement within Miami-Dade County.

T o maintain and increase public awarenass of our mission to
promote ethics, honesty and efficiency in government and o restore
and promote the public's trust in government, we have established
the REPORT FRAUD PROGRAM, which cansists of our website




and report fraud hotline. These oversight mechanisms will increase
the community’s access 1o fraud reporting avenues and will enable
the OIG to resolve serious complaints by citizens,  The community
is encouraged to visit our newly designad website and confidentially
reporl instances of suspected fraud, waste, mismanagement, and
abuse of power, while remaining ancnymous if they wish. Viewers
can learn about who we are and what we do. Readers can download
all of our public reports and news releases, can view past annual
reports, and visil links to other useful governmental agencies.

En addition to our report fraud website fink, the REPORT
FRAUD PROGRAM consists of a dedicated HOTLINE. In an effort
to increase public awareness of these programs, the OIG has
created a series of REPORT FRAUD posters that will appear on
Miami-Dade County Transit buses and in Metro-Rail cars. These
posters will provide information on how to report fraud in English,
Spanish and Creole. Investigations are initiated upon raceipt of
credible information.

This year the OIG will continue to keep a watchful eye on
the election process, given the fact that we extensively investigated
Miami-Dade County’s voting machines and the 2002 election
irregularities. Our reviews resulied in a set of comprehensive
recommendations that provide the County with a blusprint for future
successiul elections.

For 2004, the Office has made it a priority to focus on
innovations in the technology area, and will be updating computer
equipment, data retrieval systems, surveiliance equipment and other
investigative technological resources available for our work.

BAnother important initiative this year will be the expansion
of our oversight of the County’s Transit Department as we focus on
the expenditure of transit tax revenues. The OIG also lends a hand
to many County depariments in areas of critical importance, such




as conducting numerous background screening investigations of
employees and contractors who will work or seek access o sensitive
areas of our government, The Office also makes recommendations
to improve security af various Counly facilities,

2003 PUBLIC REPORTS - Just a Few Examples

T he Office continues to respond o allegations of employes
misconduct and abuse of power. The OIG assists Miami-Dade
County departments by Investigating such reported situations.
Typical cases involve unauthorized or undisclosed employee
interests involving unreporied oulsitie income andfor business
interasts, misuse of property, failure to work scheduled hours or
shifts, payroll falsifications and violations of other County policies.

Otrer 0IG public reports include audits, reviews and
evaluations of contracts, programs, projecls and procedures.
Subjects of OIG reports, be they employees, coniractors, and/or
affected County departments, are given an opporiunity 1o respond
10 the report in draft form prior to the report’s finalization. This next
section summarizes some of the more substantial public reports
issued by the OIG in 2008. For more reports, visit our wabsite at
www. miamidadein.org and view Press Releases and OIG Reports,




GUALITY NEIGHBORHOOD IMPROVEMENT
PROGRAM (GNIP)

During 2002, the OIG selected nine Quality Neighborhood
Initiative Bond Programs/Quality Neighborhood Improvement
Program (QNIBP/QNIP) resurfacing/drainage contracls for audit,
These contracts were held by five different contractors, with four
holding two coniracts each.

The audit of these contracts resulted in four separate audit reports
and describe a varlety of QNIP issues including contract provisions,
contract payment applications and payment processes, the Depariment
of Business Development’s (DBD) oversight activities, the Public Works
Department's (PWD) contract management process, and improper
and guastionable contract cosls.

REPORT 1 addressed PWD's paymeni procassing, contract
provisions and contract payment applications for QNIP projects
and found PWED's contract administration and payment processes
16 be inafficient in several areas. Audit findings included inconsisterit
contract language (i.e. payment timeframes), extensive payment
durations and the lack of contract oversight in specific areas.

The OIG made recommendations aimed at improving paymeani
processing, as well as protecting the Gounty from unnecessary risk
or loss. Specifically, those recommendations included: 1) amending
all current and future contract language; 2) consistent use of &
“Release of Claim” form for all first-tier subcontractors and for
direct suppliers certifying that payment has been received for all
previous amounts due; and 3) management monitoring of each phase

of the payment process (possibly personnel, including consultants,
who are involved in the planning and cost estimating of the projects
requesting periodic *Prompt Payment” statistics).

REPORT 2 focused on DBD's monitoring of contractor
compliance with the workforce requirement in QNIP contracts.




Overall, the audit found DBD's oversight to be lacking in consistency
and effectiveness. There appeared to be some confusion as to
which QNIP contracts required monitaring.

The OIG recommended that DBD catalog all ONIP contracts
subject to the 10% workforce requirement and ensure that ail
contracts advertised and awarded clearly reflect this requirement.
In order for management to evaluate adeguate monitoring of the
10% workforee requirement on all work arder in progress, the QIG
recommended that project activity logs be modified to a more usable
format. Thase modifications should include a schaduie summarizing
ali open work orders subject to this requirement,

REPORT 3 addressed the QNIP contract management/
administration process and found that the contract administration
nrocess was poorly managed with flawed practices. Specifically,
three conditions were noted: 1) unauthorized usage of the contract’s
contingency allowance; 2) significant cost variances between work
order estimates and final work order costs; and 3) guestionable
completeness and accuracy of work order cottingency allowance
amounts,

The OIG recommended that PWD fake a more proactive
~ approach in managing and monitoring its GNIP projects, to enable
PWD to accurately assign costs o the specific work orders, and
that: 1) PWD add ftems that are commonly used in resurfacing/
drainage contracts to the bid and contract specifications, thereby
restricting the use of the contingency allowance 0 appropriate items
(i.e. permits and office duty police officers); 2) PWD prepares
complete and accurate work order estimates betors construction;
and 3) PWD develops policies and procedures to include evaluating
and to hold them accountable for the quality of their work.

- REPORT 4 focused on improper and questionable costs
identified during the course of the OIG's audit, and found




1) unauthorized usage of QNIP contracts; 2) questionad costs due
to undocurnented work and dispropordionate costs; and 3) improper
unit costs assigned to “Lump Sum” work orders. Hecommendations
made to PWD were that: 1) all non-QNIP related consatruction
projecisfactivities be competitively bid; 2) fulure payments from the
contracts identified in this audit be withheld until all questionable
costs were recovered; and 3) that PWD seeks 10 racover all
improper paymenis made under non-competitively priced
“Yump-sum” work orders that are comprised, in part, of individual
work items priced above comparable competitively priced QNIP
work itemns.

Management was given an opportunity fo respond during
the audit process to the above reports, and their comments showad
management’'s willingness and intent to correct identified
deficiencies, Management occasionally challenged specific audit
findings, but generally appreciated the in-depth review conducted
by the OIG in regards to the QNIP program and have since
implemented several important audit recommendations.

Audit Team at Work
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JWIH - Non-Resident/Non-Emergency Admissions

Bn December 2003, the OIG issued its audit report of Non-
Resident/Non-Emergency Admissions at Jackson Memorial Hospital
{IMH), following an investigation regarding a non-resident patient from
Guatemala, admitted and treated at JMH's Bum Center, who died in
2001 with an unpaid balance of almost $2.2 million.

Thre raport was presenied to the PHT administration 1o
provide a more comprehensive appreciation of the financtal impact
of non-resident admisgsions and fo assist in evaluating future
tmeasures, which may be adopted by PHT to address similar
ovourrences. Furthermore, this report serves fo identify what actions
would be pursued fo collect unpaid balances, especially those
guaranteed by third parties such as international insurance carriers
and foreign governments. The report summarized data complled
by OIG auditors on admissions, lengths of stay and costs related 10
selected non-resident patients admitted and ireated at JMH,

Althaugh cumulalive rﬁaﬁant account balances exceeded $85
million, the audit focused on 68 notable cases that represented aimost
$16.3 millior In unpaid balances, and adiustments exceeding $2 million.
Of the 68 patients, 4 recelved free services by JMH, 30 had accounts
managed by the international Health Center and 34 were other self-
pay non-residents,




worth of treatmentwith an unpaid balance lotaling $1.16 million. Ancther
case involved a Saudi national who was admitted with a letter
guaranteeing payment from the Saudi Arabian government, but died
with an unpaid balance of $235,500. Four patients from Aruba, all
using the same insurance company, collectively had an unpaid balance
of $930,809 for treatments dating from 2001, Additionally, there was
a patient from the State of Indiana who received muliiple organ
fransplants and ongoing care for 2V years who has an unpaid balance
of over $1 million, for which Indiana Medicsid is responsible.

PHT management concurred that policies and processes
needed to be improved and provided several remedial actions as a
resuilt of the problems highlighted by the audit. Most notably, the
PHT intends to assume administfaﬁve-cantm! of the intake and
initial screaning process of Jackson Heaifhﬁystem hospital pafients
who utilize the International Health Center, and to use coliection
agenciss specializing in international collections for patients who
return to their home countries.

DIXIE TRANSPORT, INC. - Moving and Bonded
Storage Contract

Since March 1999, Dixie Transport, Inc., has baen |

responsible for moving and storing property seized by the Miami-
Dade Police Department's (MDPD) Court Service Bureau (CSB)
on an as-headed basis, The contract was originally for 36 months,
with an automatic renewa! option for an additional 80 days beyond
the confract period. Since August 2003, there have been six
conseculive automatic extensions given without a contract
amendment. AnOIG audit found that the contract was inadequate
forthe services being rendered, that some of the services provided
were outside the scope of the contract, charges for services provided
were inaccurately calculated, and charges were not properly

Examples included a Peruvian patient who received two years'




supporied. Also, County personnel did not review service charges
for accuracy or completeness nor did they maintain a log or record
on how often Dixie Transport providad services to the County.

T he OIG recommended that Dixie keep proper and detailed
records to support all work orders and invoice amounts and that
service charges should accurately reflect the lerms of the contract.
The OIG also recommended to the CSB that it maintain a log or
record for services provided by Dixie Transport under the contract,
that it determine whether charges submitted are accurate,
reasonable and properly calculated, and that it obtain three writlen
quotes for unique ltems/services when those services are not within
the scope of the coniract,

Overall, Dixie Transport concurred with most of the OIG
findings but disputed certain factual allegations set forth in the
findings. It stated that in all cases the amounts on the bills submitlad
to C5B were completely accurate and that changes would be
implemented 1o improve vendor compliance and CSE monitoring
for the remainder of the contract. The Department of Procurament
Management {DPM) stated that it would incorporate the OlG's
recommendations in the fufure Invitatation to Bid (ITB) in order to
develop a replacement contract more representative of its actual
use.




OPPORTUNITIES INDUSTRIAL CENTER OF DADE
COUNTY (0IC)

The 01G audited reimbursement requisifions submitted by
the Opportunities Industrial Center of Dade Courity (OIC) to Miarni-
Dade departments and other agencies during the two fiscal years
ending September 2001 and 2002. The OIG initiated this audit due
to concems over accounting irregularities involving OIC’s former
executive director,

OIC 52 non-profit organization that provides job placement
services, occupational skills training, support service referrals and
other various employment and training programs. For the period
audited, OIC had contracts with the Miami-Dade Housing Agency
{MDHA), the Miami-Dade Empowerment Trust (MDET), the South
Florida Work Force {(SFWF) and the South Florida Work Foree
One {SFWEQ). Forthe two fiscal vears reviewed, the OIC received
$278,455 from County departments and cther agencies.

T he OIG audited OIC's accounting books and records and
made three main findings: 1) duplicate reimbursements paid by
County agencies based upon almost identical supporling
documentation submitted by OIC; 2) incomplete and/or missing
records from the OIC; and 3) lax oversight by the OCED of ils
payment processing activities,

Bup%ica‘te payments were the most significant OIG audit
finding, with $77,603 overpaid for duplicate reimbursement
requisitions where the same supporting documentation, such as
payroll registers for the same employees’ work hours, were
submitted 1o two or more County agencies. As & result, the QIC
was collecting reimbursements two and three times for the same
employee work hours.




T he 016G also found that lax OCED oversight of ite payment
processing activities resulted in OIC receiving §9,937. OCED staff
did not detect that the support documentation included in the request
for reimbursement had already been submitted, processed and
paid on a previous reimbursement requisition,

OIG recommendations included seeking recovery of the
duplicate payments and adding a “hold-out” clatge in future contracts.
This is similar to a retainage account established on construction
gontracts. This would facilitate comparing the requisitions submitted
by a provider, when similar services are provided and paid for among
two or more County agencies, within the same timeframe 1o prevent
duplicate billings. The OIS also recommended adding a certification
clause to be signed by the provider stating thai the listed individuals
and their hours worked reflect actual time spent on the identified
project,

OCED agreed with the findings and recommendations
and has reorganized and initiated stepped-up auditing and monitoring
oversight of similar contract providers. OCED has strengthened
existing requirements for original documentation, the fisting of all
funding sources and the proportion of expenditures that will be
covered by those funding sources, requiring notification from those
sources before releasing funds, and it is mandating the continued
use of “closeout’ procedures that retain atleast 17% of expenditures
unid all payment and performance issues are resolved. OCED has
referred the duplicated reimbursernent issue 1o the Courty Attorney

- Gffice for recovery of the overpaid funds.

PBA Retirees Health Insurance Supplement Program
T he Retirees Health Insurance Supplement Program (the

Program) is established pursuant fo the collective bargaining
agresment between Miami-Dade County {County) and the Dade




County Police Benevolent Association (PBA), Counly monies are
the sole funding for the Program and the Program is intended (o
distribute these County monies {o retirees of the bargaining unil,
The yearly supplement is a benefitintended o assist retirees in the
payment of their health insurance premiums.

Thmugh receipt of an anonymous complaint by relired
police officers, the OlG initiated an audit of the County funds raceived
by the PBA and the PBA's administration of the Program. The audit
found that 1) there are no official policies and procedures for the
Program; 2) the PBA informally waives processing fees for union
members awmounimg to & 88% waiver of all Program participants;
and 3) the PBA, on its own, decided (0 allocate the entire $350,000
of 2003 Gounty funding to the Nationwide Public Employees Trust
(NPET), the PBA’s self-insurange plan, which at that fime was
undergoing severe financial instability and has since been declared
inselvent. Not all refirees belong to NPET, thus many retirees
received no benefit at all for thal year.

Th-e OIG directed its audit recommendations 1o the PBA
and to the County’s Labor Management and Employee Appeals
Division, The first audit recommendation was that the PBA review

Jits informal Program policies and procedures to determine the extent

that such practices have resulied in detrimental treatment 1o cerlain
Program paricipants, to renumerate these Program participants
for the amount of dettiment suffered, and 1o stop charging non-FBA
retirees application and annual administrafive fees. The second
set of audit recommendations requested the County’s Labor
Managemert and Employee Appeals Division to review and ronitor
other County collective bargaining agresments to ensure that agreed-
upon supplements and benefits are being equally distributed 1o all
bargaining unit members (and/or retirees of the bargaining unit)
regardless of current or past union membership.




Asa result, the PBA has agreed to eliminate the practice
of waiving fees for union members only and has stated that it will
instead uniformly apply a nominal, substantially lower fee across
the board to all Program participants. With regard to the $350,000
lump sum reallocation 1o the PBA's failing self-insurance plan, County
management responded to the OIG's finding: “While the County
soniribution has been used differently in the past by disttibuting it 1o
all retireas equally, nothing in the contract prevents the PBA from
using the funds in the mannerthat it did. The contract only requires
that the funds be used for retiree health insurance and they were in
fact so used.”

Lastéy, the OIG requested County management 1o review
simifar retirement health insurance supplement programs afforded
by other collective bargaining agreements, The Ol was informed
that the County’s internal auditor is conducting an audit of the
Firefighters Retiree Health Insurance Program, and, at vear-end
2003, the audit had not yei besn complated.

DEPARTURE INCENTIVE PROGRANM (DIP)

kn an effort to promote cost effectiveness in County
employes programs, the OIG conducted an inquiry of the County’s
Depariure Incentive Program, better known as DIP. This inquiry
disclosed that DIP had been abused to the extent that it was costing
taxpayers hundreds of thousands of dollars each year for no
apparent reason. DIP was created by the Board of County
Commissioners in 1985 o provide a departure incentive ptan fo
certain County employees because the Counly needed to eliminate
1,500 positions, In essence, DIP provided health insurance cost
benefits. All eligible empioyees were given until January 1897 10
leave County service in order 1o receive DIP benefits. The OlG's
inquiry detsrmined, however, that in 1997, pursuant to his
discrationary authority, the former County Manager extended the




program indafinitely for only Group 1 and Group 2 executives and
substantially expanded the program's benefits. The former Manager
specifically warranted that he was not creating an aulomatic
entitlerment for executives, but rather that DIP would enly be awarded
where the County's best interests were being setved.

Unforiunaleiy, this program did become ah automatic
entilement program because avery eligible executive who retired
after the former Manager’s pronouncement, except one execulive
who did not know about the program, received lucrative DIP benefits,
In essence, DIP no longer became an incentive 1o leave County
sevice, bul rather an inducement 10 stay on longer s0 as to become
gligible for lucrative health insurance payouts. Furthermore, our
inguiry found that a number of exacutives who had already indicated
an intention to retire by entering the Delerred Retirement Dption
Plan (DROP), nevertheless, received DIP benefits. Qur inquiry &lso
showed that the County is paying over $21,600 a month to this
group of executives who hecame eligible after the former Manager's
pronouncement in 1997, and faced paying millions more as additional
aexecutives would become eligible for DIR

B ased upon its findings, the OIG recommended the entire
program be eliminated. The OIG specifically alluded to the fact
that the County already has in place a much more reasonable and
cost effective early departure incentive program that should be
used as an inducement to retire, The current County Manager did
not agree with the OIG’s recommendation to terminate DIP. He
did, however, warrant that those executives who ate in the DROP,
which make up approximéately 41% of the executives now aligible to
retire, would not be eligible for DIFP. He also promulgated stricter
griteria for DIP eligibifity. As things now stand, the Board of County
Comimissioners is considering a resolution sponsorad by a County
Comrmissioner to terminate DIP.
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REPORT ON MIAMI-DADE VOTING SYSTEMS

Asa consequence of the 2002 Primary Election debadle,
the OIG conducted aninguiry and, among its many reported findings,
determined that the fouch screen voting equipment purchased by
Miami-Dade County in conjunction with the tri-lingual ballot, and the
supporting firmware used by the County, was incapable of aliowing
polling places to open on time without the dedication of {remendous
resourcas.

WMost importantly, and perhaps the most crucial advice ever
rendered by this Ofice, was the explicit caution that the County not
rely on any new untested upgrades, and to instead plan the election
around known fimitations. The command staif-of the Miami-Dade
Polive Departmant, who became the Special Project Management
Team, echoed the same sentimenis and embraced the OIG's
recommendations, thus averting another voling fiasco during the
November 2002 election, The O has continuously cautioned that
all future elections must be planned around the same known system
limitations.

Ater the November 2002 general election, the OIG tumed
its attenticn to the procurament process resulting in the selection
and purchase of Election Systems and Software, Inc.'s (ES&S)
iVotronic touch screen direct recording electronic devices., Our
review focused on the representations made by the vendor and
expectations of the client (the County) in an area of election systems
technology that was relatively new. This was particutarly relevant
to Miami-Dade County, as our elections needs warranted
technological adiustments io the vendor's firmware in order fo
produce a ballot displaying tri-lingual capabilities. Despite




assurances to the contrary, Miami-Dade County found that the
upgrade to accommodate our tri<lingual needs reguired other
resources and logistical adjustments that were not anticipated.

While the County and its Elections Depariment may now
be more knowledgeable and relatively more comfortable with its
voling equipment, it is also much wiser in the ways of election voling
systems procurement, As debates emerge nationwide about the
need for the equipment to print paper voting receipts, the OIG
stresses that Miami-Dade County not allow itself again to be blindly
led down the path of education by any vendor who wishes 1o use
this County as another live beta test site for ils elections voting

LAt AR A
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Public Awareness Campaign
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Look for our Report Fraud Posters
on Miami-Dade Metro-rail traing and
on Miami-DadeTransit buses.
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